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OFFICE OF THE INSPECTOR GENERAL 
EXECUTIVE LEVEL REVIEW OF DEPARTMENT’S 
SECRET SERVICE FUNDS SYSTEMS AUDIT - NARCOTICS AND VICE 


PURPOSE 


The Office of the Inspector General (OIG), pursuant to its Annual Audit and Review Plan, 
performed an executive level review of the Los Angeles Police Department’s (Department) Secret 
Service Funds Systems Audit - Narcotics and Vice completed by Internal Audits and Inspections 
Division (IAID). This Audit was signed by the Chief of Police on July 29, 2010, and approved by 
the Board of Police Commissioners on August 3, 2010. 


BACKGROUND 


The IAID conducted its first Secret Service Funds (SSF) Systems Audit - Narcotics and Vice 
(Audit) pursuant to its Annual Audit and Inspection Plan for Fiscal Year 2009/2010.' The Audit 
was conducted to evaluate the adequacy of the controls over the management and accounting of 
narcotics and vice SSF. Special Order No. 16, 2009, Management of Secret Service Funds, and 
City Ordinance No. 83550, Authorization to Establish a SSF and Prescribed Accounting, was 
utilized as the basis for [AID’s nine test objectives/sub-objectives. The SSF are utilized for 
expenses incurred by an officer during criminal investigations arising within the City of 

Los Angeles and for expenses incurred in the detection of crime. The amount of SSF disbursed for 
narcotics and vice investigations during Fiscal Year 2008/2009 was $155,539. An officer who 
disburses SSF must prepare an Expenditure of Secret Service Funds Report, Form 15.37.2 
(henceforth referred to as a Chit). A Chit includes information such as the Division of Records 
(DR) number, confidential informant (CI) number, contraband seized, itemized expenses, and 
results of investigations. The CI must sign the Chit for all monies received for any service or 
information provided. The CT s number is printed on the Chit instead of the CP s name. When 
contraband is seized, the type of contraband is listed on the Chit. 


The IAID selected 18 divisions within the 4 geographic bureaus and the Detective Bureau for 
review. The 18 divisions were selected for review based on the amounts of SSF expended from 
July 2009 through December 2009. Each division was reviewed for its usage, authorization, 
accounting, safeguarding, and reporting of SSF. 


The table on the next page provides a brief description of IAID’s audit objectives/sub-objectives 
and their reported compliance rates. 


! Six prior audits were conducted during Fiscal Years 2003/2004 through 2008/2009 by Detective Support and Vice Division. There 
were no significant issues reported in these prior audits. 
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IAID’s AUDIT OBJECTIVES AND REPORTED COMPLIANCE RATES 
Objective Description Results 
1 PROPER USE OF FUNDS 100% 101/101 
2 FUNDS WERE PROPERLY AUTHORIZED 99% 100/101 
3 ACCOUNTING AND MONITORING 
(a) SSF Disbursed by FOD to Bureaus Were Supported 100% 4/4 
(b) Bureaus Maintained Accurate Ledgers 100% 24/24" 
(c) Divisions Maintained Accurate Ledgers 100% 108/108? 
(d) Ledger Balances Reflected Cash on Hand 94% 17/18 
4 SSF WERE PROPERLY SECURED 100% 18/18 
5 SSF ACTIVITIES REPORTED 
(a) Monthly Reports Reflected SSF Activities 99% 129/130 
(b) Monthly Reports Were Approved 100% 130/130 
SCOPE 


This OIG executive level review is similar to a full-scope review as it effectively and critically 
analyzes and tests [AID’s final report and supporting work papers for completeness, quality, and 
findings and other related risk-management issues. However, unlike a full-scope review, an 
executive level review does not involve detailed testing of a large, statistically valid sample of audit 
items. The scope and methodology are reviewed to ensure that high-risk activities are adequately 
covered. Reported findings and recommendations are assessed to determine whether they appear 
reasonable and supported with the appropriate evidence. Detailed testing is generally limited to a 
few audit items. Nonetheless, should the executive level review reveal areas of concern, the scope 
of the review would be expanded to fully explore those areas that merit further review and 
evaluation. 


The OIG conducted this executive level review in accordance with generally accepted government 
auditing standards. These standards pertain to the auditor’s professional qualifications, the quality 
of the review, and the characteristics of professional and meaningful reports. Also, these standards 
require that the review is adequately planned, performed, and supervised and that sufficient, 
competent, and relevant evidence is obtained to provide a reasonable basis for the findings and 
conclusions. 


? IAID reviewed 24 monthly ledgers from 4 geographic bureaus that were completed during July through December 
2009 (4 bureaus x 6 months = 24). 


> IAID reviewed 108 monthly ledgers from 18 divisional units that were completed during July through December 
2009 (18 units x 6 months = 108). IAID selected the 18 divisional units (from all 49) that had the largest annual SSF 
expenditures, ranging from $1,200 to $6,700. 
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METHODOLOGY 


The OIG assessed the completeness, quality, and findings of I[AID’s Audit by reviewing the final 
Audit Report, the Audit Work Plan, and workpapers prepared by IAID. Based on the quality of 
those documents as well as the high compliance rates reported by IAID and the moderate amount 
($155,539) of SSF disbursed for narcotics and vice investigations during Fiscal Year 2008/2009, 
the OIG decided not to reperform IAID’s testwork but rather expand the scope of the testwork 
already performed by IAID. This decision provided the OIG the time to follow up on concerns 
identified by the City of Los Angeles Office of the Controller in their audit of Department SSF 
published on May 2, 2001. This audit identified inconsistencies in the weight and/or description of 
seized narcotics on Department records. Department management advised the Office of the 
Controller at the time that similar differences had been previously reported on March 1, 2000, in 
the Department’s public report titled “Board of Inquiry into the Rampart Area Corruption 
Incident.” 


Accordingly, the OIG’s review focused on the Department’s controls over the recording of high- 
risk items, including narcotics, cash, and guns that were seized during investigations in which SSF 
were disbursed. The OIG reviewed 51 Chits completed by the geographic divisions during the 
quarter ending December 31, 2009, which indicated that narcotics, cash, or guns were seized during 
an investigation. The OIG compared the property recorded on the Chit to property recorded on the 
Property Report’ and Automated Property Information Management System (APIMS)°. 


OBJECTIVES 


The OIG reviewed the Audit for the three objectives of completeness, quality, and findings. The 
primary sub-objectives for this executive level review are described below: 


Completeness 

e Determine if the Audit, including the Audit Report, Audit Work Plan, and supporting 
workpapers identified and addressed all applicable audit objectives associated with the risks 
related to SSF. 


Quality 

e Determine if appropriate sampling methodologies and testing questions were used. 

e Determine if the Audit adequately reported the Audit’s purpose, methodology, objectives, 
summary of findings, and detailed findings. 

e Determine if there was evidence of supervisory review. 


* Divisional Chits are centrally maintained at the respective bureaus. 


> A Property Report, LAPD Form 10.01.00, is completed by Department employees to record seized and found 
property. 


° Property Division personnel enter property data included on the Property Report into APIMS. 
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Findings 
e Determine if the findings reported by IAID represented significant instances in which 
compliance was not achieved. 


RESULTS 


Completeness 


The Audit identified and addressed all applicable audit objectives associated with the risks related 
to SSF. As such, the Audit met the OIG’s standard for completeness. 


Quality 


The Audit utilized appropriate sampling methodologies and test questions to select and test SSF. 
The Audit adequately reported the Audit’s purpose and methodology. Furthermore, there was 
evidence of supervisory review throughout the Audit to ensure that the Audit Plan was carried out 
by the audit staff. As such, the Audit met the OIG’s standard for quality. Additionally, the Audit 
Report used a fair and unbiased tone and presented its assessment of the Audit’s objectives in a 
clear and concise manner. 


Findings 


The OIG’s cursory review of IAID’s findings revealed that the reported findings correctly 
represented significant instances in which compliance was not achieved. However, as a result of the 
additional testwork performed, the OIG identified concerns that are noted below as Other Matter. 


OTHER MATTER 


As previously stated in the Methodology, the OIG reviewed 51 Chits completed by the geographic 
divisions during the quarter ending December 31, 2009, which indicated that narcotics, cash, or 
guns were seized during an investigation. The results of that review are as follows: 


e For 40 of the 51 (78%) Chits reviewed, all items seized were documented consistently on the 
Chit, Property Report, and APIMS. For 11 of the 51 (22%) Chits reviewed, there were 
differences between the Chit and the Property Report, summarized by bureau on the following 


pages. 


e For all 51 (100%) of the Chits reviewed, all items seized were documented consistently on the 
Property Report and APIMS. 
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Summary of Differences between Chit and Property Report 


South Bureau 


DR No. 091822640 






















































































What Was Seized Chit Quantity Property Report Quantity 
Cocaine 16.39gg’ Cocaine Base 15.89gg Rock Cocaine 
Marijuana 2.28gg Marijuana 2.26gg Marijuana 
DR No. 090330346 
What Was Seized Chit Quantity Property Report Quantity 
U.S. Currency $0 $435 
Central Bureau 
DR No. 090417831 
What Was Seized Chit Quantity Property Report Quantity 
i 28.21gg Powder Cocaine : 
Cocaine 12.08gg Rock Cocaine Not Listed 
Methamphetamine Not Listed 0.4gg Methamphetamine 
DR No. 090420105 
What Was Seized Chit Quantity Property Report Quantity 
Cocaine 24.5gg Powder Cocaine 25.7gg Powder Cocaine 
Heroin Not Listed 0.7gg Heroin 
U.S. Currency Not Listed $748 
DR No. 090418561 
What Was Seized Chit Quantity Property Report Quantity 
Methamphetamine 3.30gg Methamphetamine 6.18gg Methamphetamine 
Cocaine 23.35gg Cocaine Powder 20.04gg Cocaine Powder 














DR No. 090218194 





What Was Seized 


Chit Quantity 


Property Report Quantity 








U.S. Currency 





Money — No Amount 





$46 





DR No. 090200834 





What Was Seized 
U.S. Currency 








Chit Quantity 
Money — No Amount 





Property Report Quantity 
$772 





7 Department personnel regularly use “gg” as an abbreviation for gross grams. 
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Valley Bureau 


DR No. 092118765 
What Was Seized 


Chit Quantity 


Property Report Quantity 





Marijuana 








Marijuana — No Amount 





5,610.53gg Marijuana 





DR No. 092121439 





What Was Seized 


Chit Quantity 


Property Report Quantity 





Marijuana 








Hashish — No Amount 





11,005.06gg Marijuana 





West Bureau 


DR No. 090220900 
































What Was Seized Chit Quantity. Property Report Quantity 
Methamphetamine 377.62gg Methamphetamine® 64.35gg¢ Methamphetamine 
U.S. Currency Not Listed $130 
DR No. 090628673 
What Was Seized Chit Quantity Property Report Quantity 
Methamphetamine 92.97gg¢ Methamphetamine 92.47gg Methamphetamine 
U.S. Currency Not Listed $445 














These inconsistencies do not raise questions about the proper control and disbursement of SSF 
because they do not relate to cash expenditures, the focus of IAID’s audit. However, they do raise 
questions about the adequacy of Department’s procedures for ensuring that its records related to 
seized contraband are accurate and consistent. Additionally, as these records are subject to 
discovery, discrepancies in the descriptions of seized contraband on different Department forms 
and databases could raise questions which could impact a particular case in court. Additionally, 
Special Order No. 16, 2009, requires that the information on the Chit and related reports should be 
accurate. Furthermore, Special Order No. 16, 2009, specifies in the SSF completion instructions 
that conrad seized, including cash and the type and quantity of narcotics, shall be recorded on 
the Chit. 


8 The officer completing the Chit may have inadvertently included the digital scale (which contained methamphetamine 
residue) which according to the Property Report weighed 124.46gg. 


3 Special Order No. 16, 2009 requires that items seized be documented on the Chit, including narcotics, firearms, stolen 
property, cash, and other property. 
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RECOMMENDATION 
The OIG recommends that the following procedures be adhered to in the future: 


If a Property Report is completed as a result of the use of SSF, Narcotics Enforcement Detail 
(NED) or Vice personnel shall attach a copy of the Property Report to the Chit and submit both 
documents to the Bureau Coordinator. The Bureau Coordinator shall compare the Chit to the 
related Property Report to ensure that the contraband seized is documented consistently. The 
Bureau Coordinator shall follow up with the appropriate NED or Vice personnel to resolve any 
differences noted. 


RESPONSE OF DIRECTOR, OFFICE OF OPERATIONS 
The Director, Office of Operations, agreed with the OIG’s aforementioned recommendation. 
RESPONSE OF IAID MANAGEMENT TO OIG’s REVIEW 


The IAID indicated general agreement with the review results. Additionally, [AID intends to 
incorporate the additional testwork performed by the OIG in the scope of their future audits of the 
Department’s SSF. 


CONCLUSION 


Based on the OIG's executive level review of Department’s SSF Systems Audit - Narcotics and 
Vice, the Audit met the OIG’s standard for completeness, quality, and findings. Rather than re- 
perform IAID’s detailed testwork, the OIG choose to expand IAID’s audit scope. Accordingly, the 
OIG reviewed 51 Chits completed by the geographic divisions during the quarter ending 
December 31, 2009, which indicated that narcotics, cash, or guns were seized during an 
investigation. As a result, the OIG noted as an Other Matter that for 11 of the 51 (22%) Chits 
reviewed there were differences between the Chit and the Property Report. 


